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EQUIPMENT LEASE AGREEMENT

Dated January 2, 1973

between

MELLON NATIONAL LEASING CORPORATION

and

ELGIN, JOLIET AND EASTERN RAILWAY COMPANY



EQUIPMENT LEASE AGREEMENT

EQUIPMENT LEASE AGREEMENT, dated January 2, 1973

between Mellon National Leasing Corporation, a Pennsylvania

Corporation (hereinafter called the "Lessor"), and Elgin, Joliet

and Eastern Railway Company, an Illinois and Indiana Corporation

(hereinafter called the "Lessee").

WHEREAS, Lessor has entered into an Equipment Purchase

Agreement letter with Lessee, dated the date hereof, pursuant to

which Lessor has purchased from Lessee the railroad equipment described

in Schedule A hereto (hereinafter called the "Cars"); and

WHEREAS, Lessee desires to lease the Cars from Lessor,

at the rentals and for the terms and upon the conditions herein-

after provided;

NOW, THEREFORE, in consideration of the premises and of

the rentals to be paid and the covenants hereinafter mentioned

to be kept and performed by Lessee, Lessor and Lessee hereby

agree as follows:

1. ACCEPTANCE AND LEASE OF CARS. Lessor hereby leases

the Cars to Lessee and Lessee hereby leases the Cars from Lessor,

all upon the terms and conditions hereinafter contained. Lessee

hereby confirms that the Cars have been delivered to and accepted

by the Lessee on the date hereof and are subject to and governed

by all the provisions of this Lease. Lessee further confirms

that the Cars have been examined by its duly appointed and

authorized representatives, that there is affixed to each Car

the identification marks required by Section 4 hereof and that

each car is plainly and distinctly marked with the identification

number applicable thereto.



2. TERM. The Lease term shall commence on the date hereof

and shall end January 1, 1981. If such term be extended,

the word 'term1 or 'period1 as used in this Lease shall

be deemed to refer to the extended term, and all provisions of

this Lease shall apply during and until the expiration of

such extended period, except as may be otherwise specifically

provided in this Lease or in any subsequent written agreement

of the parties.

3. RENT, NET LEASE. The total rent for the Cars shall

be $1,363,604.16 and shall be payable in 32 consecutive quarterly

installments of $42,612.63 each,commencing on the date hereof

and continuing thereafter on each April 1, July I, October 1 and

January 1 throughout the term of this Lease. Each such install-

ment shall cover the quarterly period commencing on such date.

Lessor hereby acknowledges receipt of the first quarterly payment

hereunder of $42,612.63.

This Lease provides for a net lease and the rent and other

amounts due hereunder shall not be subject to any defense, claim,

reduction, set-off, or adjustment for any reason whatsoever except

to the extent expressly provided in Section 6 or in Section 8; nor,

except as provided in Section 6 or as otherwise expressly provided

herein, shall this Lease terminate, or the respective obligations of

Lessor or Lessee be otherwise affected, by reason of any defect

in or damage to or loss or destruction of all or any of the Cars

from whatsoever cause, the taking or requisition of the Cars

by condemnation or otherwise, the lawful prohibition of Lessee's

use of the Cars, the interference with such use by any private
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person or corporation, the invalidity or unenforceability or lack

of due authorization of this Lease, or lack or right, power

or authority of the Lessor to enter into this Lease, or for

any other cause whether similar or dissimilar to the foregoing,

any present or future law to the contrary notwithstanding, it

being the intention of the parties hereto that the rents and

other amounts payable by the Lessee hereunder shall continue to

be payable in all events unless the obligation to pay the same

shall be terminated pursuant to the express provisions of this

Lease.

All payments provided for in this Lease to be made to

the Lessor shall be made to the Lessor at its office at 6400

Steubenville Pike, Robinson Township, Pennsylvania 15136, or

at such other place as the Lessor shall specify in writing.

3A. Lessee's Representations and Warranties. Lessee

represents and warrants that:

(a) Lessee is a corporation duly organizied and existing
in good standing under the laws of the States of Illinois and
Indiana and is duly qualified to do business wherever
necessary to carry on its present business and operations;

(b) This Lease has been duly authorized by all
necessary corporate action on the part of Lessee, does not
require any shareholder approval and does not contravene
Lessee's Articles of Incorporation or By-Laws or any
indenture, credit agreement or other contractual agreement
to which Lessee is a party or by which it is bound;

(c) Neither the execution and delivery by Lessee
of this Lease nor any of the transactions by
Lessee contemplated hereby require any notice,
consent or approval;

(d) This Lease constitutes a legal, valid
and binding obligation of Lessee enforceable in
accordance with its terms;
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(e) There are no pending or threatened actions or
proceedings before any court or administrative
agency which may materially adversely affect Lessee's
financial condition or operations;

(f) The balance sheet of Lessee as of December 31, 1971
and the related earnings statement of Lessee for the fiscal
year then ended (copies of which have been furnished to
Lessor) correctly set forth Lessee's financial condition
as of such dates and the results of its operations for
such periods, and since December 31, 1971 there has been
no material adverse change in such condition or operations.

3B. Lessor's Representations and Warranties. Lessor

represents and warrants that:

(a) Lessor is a corporation duly organized and existing
in good standing under the laws of the Commonwealth of
Pennsylvania and is duly qualified to do business wherever
necessary to carry on its present business and operations;

(b) This Lease has been duly authorized by all necessary
corporate action on the part of Lessor, does not require
any shareholder approval and does not contravene Lessor's
Articles of Incorporation or By-Laws or any indenture,
credit agreement or other contractual agreement to which
it is bound;

(c) Neither the execution and delivery by Lessor of this
Lease nor any of the transactions by Lessor contemplated
hereby require any notice, consent or approval;

(d) This Lease constitutes a legal, valid and binding
obligation of Lessor enforceable in accordance with
its terms.

4. IDENTIFICATION MARKS. The Lessee will cause each

car to be kept numbered with its identifying number as set

forth in Schedule A and will keep and maintain, plainly, dis-

tinctly, permanently and conspicuously marked on each side of such

Car, in letters not less than one inch in height, the name of the

Lessor followed by the words "Owner and Lessor" or other appro-

priate words designated by the Lessor, with appropriate changes

thereof and additions thereto as from time to time may be re-
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quired by law in order to protect the title of the Lessor to

such Car and its rights under this Lease. The Lessee will not

place any Car in operation or exercise any control or dominion

over the same until such names and word or words shall have been so

marked on both sides thereof and will replace promptly any such

names and word or words which may be removed, defaced or destroyed.

The Lessee will not change the identifying number of any Car

except with the consent of the Lessor and in accordance with a

statement of new identifying numbers to be substituted therefor,

which consent and statement previously shall have been filed with the

Lessor by the Lessee and filed, recorded or deposited in all

public offices where this Lease shall have been filed, recorded

or deposited; provided, however, that, in addition to such

identifying number, the Lessee may cause to be placed on each

Car in such position as not to be confused with the identifying

number thereon a reporting number identifying such Car for

reporting and operating purposes, which reporting number may be

changed by the Lessee from time to time without the consent of

the Lessor or the filing, recording, registering and depositing

of any instrument.

Except as above provided, the Lessee will not allow the

name of any person, association or corporation to be placed on

the Cars as a designation that might be interpreted as a claim of

ownership. Subject to the foregoing, the Lessee may cause the

Cars to be lettered with the names or initials or other insignia

customarily used by the Lessee or its affiliates on railroad equip-

ment used by it of the same or similar type for convenience of

identification of the right of the Lessee to use the Cars under

this Lease. -5-



5. TAXES. The Lessee agrees that, during the continuance

of this Lease, in addition to the rentals herein provided, it

will promptly pay all taxes, assessments and other governmental

charges (together with any penalties, fines or interest thereon),

including but not limited to sales or use taxes, levied or assessed

upon the Cars or the interest of the Lessee in the Cars subject

to this Lease or any thereof or upon the use, ope-.ration or

leasing thereof or the rentals or earnings arising therefrom and

will promptly pay or reimburse the Lessor for all taxes, assessments

and other governmental charges levied or assessed against the

Lessor on account of its acquisition or ownership of such Cars or

any thereof or on account of the use, operation or leasing thereof

or on account of the rentals or earnings arising therefrom (excluding,

however, federal taxes on, or measured by, the net income of the

Lessor and state taxes on, or measured by, the net income of the

Lessor to the extent imposed by the state of Pennsylvania, but

including any and all other federal, state or other taxes imposed

on the Lessor), including but not limited to any sales or use taxes

payable on account of the acquisition or ownership of the Cars or

any thereof by the Lessor or on account of the lea.sing of the Cars

hereunder; but the Lessee shall not be required to pay the same so

long as it shall in good faith and by appropriate legal or adminis-

trative proceedings contest the validity or amount thereof unless

[thereby, in the judgment of the Lessor, the rights or interests of

the Lessor will be materially endangered. In the event any tax re-

ports are required to be made on the basis of individual Cars, the

Lessee will either make such reports in such manner as to show the

ownership of such Cars by the Lessor or will notify the Lessor of
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such requirement and will make such report in such manner as shall

be satisfactory to the Lessor.

All of the agreements contained in this Section 5 shall

survive and continue in full force and effect notwithstanding

termination of this Lease or of the lease of any or all Cars

hereunder.

6. PAYMENT FOR CASUALTY OCCURRENCE OR CARS UNSERVICEABLE

FOR USE. In the event that any Car shall be or become worn-out,

lost, stolen, destroyed or, in the opinion of the Lessee, ir-

reparably damaged, obsolete or economically unserviceable for

use from any cause whatsoever (such occurrences being hereinafter

called "Casualty Occurrences") during the term of this Lease, the

Lessee shall promptly (after it has knowledge of such Casualty

Occurrence) and fully inform the Lessor in regard thereto. On the

next succeeding rental payment date, the Lessee shall pay to the

Lessor a sum equal to the Casualty Value (as defined in Schedule B

hereto) of such Cars as of the date of such payment, in accordance

with Schedule B. Upon making such payment, in respect of any such

Car, (i) rent on such car shall cease to accrue, (ii) title to such

Car shall automatically pass to the Lessee WITHOUT ANY REPRESENTATION

OR WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, ON THE PART OF LESSOR,

and (iii) the term of lease of such Car shall end.

The Lessee shall bear the risk of any Casualty Occurrence

and, except as hereinabove in this Section 6 provided, shall not be

released from its obligations hereunder in the event of any Casualty

Occurrence to any Car.

7. ANNUAL REPORTS. Lessee shall furnish to Lessor:

(i) as soon as available but in any event within 120 days after
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each fiscal year of Lessee, a copy of the annual financial

statement of Lessee, including a balance sheet arid income statement,

prepared in accordance with the Uniform System of Accounts prescribed

by the Interstate Commerce Commission; (ii) on or before July 1 in each

year commencing with the year 1973, an accurate statement, as

of the preceding May 1 (a) showing the amount, description and

numbers of the Cars then leased hereunder, the amount,

description and numbers of all Cars that may have suffered a

Casualty Occurrence during the preceding 12 months (or since the

date of this Lease, in the case of the first such statement); and

such other information regarding the condition and state of

repair of the Cars as the Lessor may reasonably request, and (b)

stating that, in the case of all Cars repainted during the

period covered by such statement, the markings required by

Section 4 hereof shall have been preserved or replaced.

The Lessor shall have the right (but shall not be

obligated), at its sole cost and expense, by its authorized

representatives, to inspect the Cars and the Lessee's records with

respect thereto, at such reasonable times as it shall deem

necessary to confirm to the Lessor the existence and proper

maintenance thereof during the continuance of this Lease.

8. MAINTENANCE; COMPLIANCE WITH LAWS AND RULES; AND

INDEMNIFICATION. THE LESSOR MAKES NO WARRANTY OR REPRESENTATION,

EITHER EXPRESS OR IMPLIED, AS TO THE MERCHANTABILITY, FITNESS FOR

ANY PURPOSE, DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF

THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE CARS DELIVERED TO
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THE LESSEE HEREUNDER, but the Lessor hereby irrevocably appoints

and constitutes the Lessee its agent and attorney-in-fact

during the term of this Lease to assert and enforce from time to

time, in the name of and for account of the Lessor and/or the

Lessee, as their interests may appear, whatever claims and

rights the Lessor may have, as Owner, under any express or implied

warranties of any manufacturer or vendor.

The Lessee agrees that, at its own cost and expense,

it will maintain and keep each Car which is subject to this

Lease in good order and repair, ordinary wear and tear excepted.

The Lessee agrees to comply with all Governmental laws, regulations,

requirements and rules (including the rules of the Interstate

Commerce Commission and the current Interchange Rules, or supple-

ments thereto, of the Association of American Railroads) with

respect to the use, maintenance and operation of each Car

subject to this Lease. In case any equipment or cippliance on

any such Car shall be required to be changed or replaced, or in case

any additional or other equipment or appliance is required to be

installed on such Car in order to comply with such laws, regulations,

requirements and rules, the Lessee agrees to make such changes,

additions and replacements at its own expense; and the Lessee

agrees to maintain such Car in full compliance with such laws,

regulations, requirements and rules so long as it is subject to

this Lease.

If at any time during the lease term of any Cars under this

Lease, it shall be determined by the Interstate Commerce Com-

nission or by the Association of American Railroads; that any of

uch Cars do not conform to the respective standards, specifications
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and requirements of either of the two entities named in this

paragraph, Lessor may, at its option, upon 30 days' notice to

Lessee, declare terminated the lease of such nonconforming

Cars if Lessee does not agree in writing within said 30 day

period to correct such non-conformity at its sole: cost and

expense. If the Lessee so agrees, it shall effect such correction

within 120 days from the date of such notice. Upon a declaration

of termination under this Section, Lessee shall pay to Lessor on the

next succeeding rental payment date the Casualty Value (as defined

in Schedule B hereto) of such Cars as of the date of such payment,

in accordance with Schedule B. Upon payment of such Casualty Value

and payment of all rent accrued and unpaid on each such Car to the date

of payment, (i) rent on each such Car shall cease to accrue, (ii) title

to each such Car shall automatically pass to the Lessee WITHOUT

ANY REPRESENTATION OR WARRANTY OF ANY KIND, EXPRESS OR IMPLIED,

ON THE PART OF LESSOR, and (iii) the term of lease of each such

Car shall end.

Any freight car parts installed or replacements made by the

Lessee upon any Car shall be considered accessions to such Car and

itle thereto shall be immediately vested in the Lessor, without cost

r expense to the Lessor.

The Lessee agrees to indemnify and save harmless the Lessor

gainst any charge or claim made against the Lessor, and against any

xpense or liability (including but not limited to counsel fees and

xpenses and patent liabilities) which the Lessor may incur in any

anner by reason of its ownership of, or which may arise in any manner

ut of or as a result of the use or operation of, any Car while it is

sjubject to this Lease, and to indemnify and save harmless the Lessor
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against any claim or suit arising out of the operation of such Car re-

sulting in damage to property or injury to any person.

The Lessee agrees to prepare and deliver to the Lessor

within a reasonable time prior to the required date of filing

(or, to the extent permissible, file on behalf of the Lessor)

any and all reports required to be filed by Lessor, with any

Federal, state or other regulatory authority by reason of the

ownership by the Lessor of the Cars or the leasing of the Cars

to Lessee.

9. RETURN OF CARS UPON EXPIRATION OF TERM. As soon as

practicable on or after the expiration of the term of this Lease

with respect to any Car,, (except any Car title to which has

passed to the Lessee pursuant to Sections 6 or 8 hereof), the

Lessee will, at its own cost and expense, at the request of the

Lessor, deliver possession of such Car to the Lessor upon such

storage tracks of the Lessee as the Lessor may designate, or,

in the absence of such designation, as the Lessee may select,

and permit the Lessor to store such Car on such tracks for a

period not exceeding three months and the Lessee shall transport

the same, at any time within such three-months' period, to any

reasonable place on the lines of railroad operated by the

Lessee or to any connecting carrier for shipment, all as directed

by the Lessor; the movement and storage of such Car to be at the

expense and risk of the Lessee. During any such storage period,

the Lessee will permit the Lessor or any person designated by it,

including the authorized representative or representatives or any

prospective purchaser of any such Car, to inspect: the same.

The assembling, delivery, storage and transporting of the Cars
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as hereinbefore provided are of the essence of this Lease, and

upon application to any court of equity having jurisdiction in

the premises the Lessor shall be entitled to a decree against

the Lessee requiring specific performance of the covenants of

the Lessee so to assemble, deliver, store and transport the Cars.

10. DEFAULT. If, during the continuances of this Lease,

one or more of the following events (hereinafter s>ometimes called

"Events of Default") shall occur:

A. default shall be made in the payment of any part

of the rental provided in Section 3 hereof and such

default shall continue for 30 days;

B. the Lessee shall make or permit any unauthorized

assignment or transfer of this Lease or of possession

of the Cars, or any thereof, and shall fail or refuse to

cause such assignment or transfer to be cancelled by

agreement of all parties having any interest therein and

to recover possession of such Cars within 30 days after

written notice from the Lessor to the Lessee demanding

such cancellation and recovery of possession;

C. default shall be made in the observance or performance

of any other of the covenants, conditions and agreements on

the part of the Lessee contained herein and such default

shall continue for 30 days after written notice from the

Lessor to the Lessee specifying the default and demanding

the same to be remedied;

D. a petition for reorganization under Section 77

of the Bankruptcy Act, as now constituted or as said

Section 77 may be hereafter amended, shall be filed by
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or against the Lessee, and all the obligations of the

Lessee under this Lease shall not have been duly assumed

in writing, pursuant to a court order or decree, by

a trustee or trustees appointed in such proceedings

or otherwise given a status comparable to obligations

incurred by such a trustee or trustees within 30 days

after such appointment, if any, or 60 days after such

petition shall have been filed, whichever shall be

earlier; or

E. any other proceedings shall be commenced by or

against the Lessee for any relief under any bankruptcy

or insolvency law, or law relating to the relief of

debtors, readjustment of indebtedness, reorganizations,

arrangements, compositions or extensions (other than a

law which does not permit any readjustment of the obli-

gations of the Lessee hereunder), and all the obligations

of the Lessee under this Lease shall not have been

duly assumed in writing, pursuant to a court order or

decree, by a trustee or trustees or receiver or re-

ceivers appointed for the Lessee or for the property

of the Lessee in connection with any such proceedings

or otherwise given a status comparable to obligations

incurred by such a trustee or trustees or receiver or

receivers, within 30 days after such appointment, if any,

or 60 days after such proceedings shall have been commenced,

whichever shall be earlier;

then, in any such case, the Lessor, at its option may

(a) proceed by appropriate court action or actions,
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either at law or in equity, to enforce performance by

the Lessee of the applicable covenants of this Lease or

to recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate

this Lease, whereupon all right of the Lessee to the

use of the Cars shall absolutely cease and determine as

though this Lease had never been made, but the Lessee

shall remain liable as herinafter provided; and thereupon,

the Lessor may by its agents enter upon the premises of

the Lessee or other premises where any of the Cars may

be and take possession of all or any of such Cars and thence-

forth hold, possess and enjoy the same free from any

right of the Lessee, or its successors or assigns, to use

the Cars for any purposes whatever; but the Lessor shall,

nevertheless, have a right to recover from the Lessee any

and all amounts which under the terms of this Lease may

be then due or which may have accrued to the date of

such termination (computing the rental for any number

of days less than a full rental period by multiplying

the rental for such full rental period by a fraction

of which the numerator is such number of days and the

denominator is the total number of days in such full

rental period) and also to recover forthwith from

the Lessee (i) as damages for loss of the bargain and

not as a penalty, a sum, with respect to each Car, which

represents the excess, if any, of the then present value

(discounted at 10% per annum) at the time of such

termination, of all rentals for such Car which would
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otherwise have accrued hereunder from the date of such

termination to the end of the term of this Lease as

to such Car over the then present value (discounted at

10% per annum) of the then fair rental vsilue of such Car

for such period as determined by appraisal in accordance

with the procedures set forth in Section 17ib) hereof;

and (ii) any damages and expenses, including reasonable

attorneys' fees, in addition thereto which the Lessor

shall have sustained by reason of the breach of any covenant

or covenants of this Lease other than for the payment of

rental.

IDA. Remedies, Etc.; The remedies in this Lease provided

in favor of the Lessor shall not be deemed exclusive, but shall be

cumulative, and shall be in addition to all other remedies in its

favor existing at law or in equity. The Lessee hereby waives any

mandatory requirements of law, now or hereafter in effect, which

might limit or modify any and all existing or future claims to any

offset against the rental payment due hereunder, and agrees to make

the rental payments regardless of any offset or claim which may be

asserted by Lessee or on its behalf in connection with the Lease of

the Cars.

The failure of Lessor to exercise the rights granted it here-

under upon any occurrence of any of the contingencies set forth

herein shall not constitute a waiver of any such right upon the

continuation or recurrence of any such contingencies or

similar contingencies.

11. RETURN OF CARS UPON DEFAULT. If the Lessor shall

terminate this Lease pursuant to Section 10 hereof, the Lessee
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shall forthwith deliver possession of the Cars to the Lessor.

For the purpose of delivering possession of any Car or Cars

to the Lessor as above required, the Lessee shall at its own

cost, expense and risk (except as hereinafter stated)

A. forthwith place such Cars upon such storage

tracks of the Lessee as the Lessor may dessignate or,

in the absence of such designation, as the Lessee may

select,

B. permit the Lessor to store such Cars on such

tracks for a period not exceeding three months at the

risk of the Lessee, and

C. transport the same, at any time within such

three months' period, to any place on the lines of railroad

operated by it or to any connecting carrier for shipment,

all as directed by the Lessor.

The assembling, delivery, storage and transporting of Cars as

hereinbefore provided are of the essence of this Lease, and

upon application to any court of equity having jurisdiction in

the premises the Lessor shall be entitled to a decree against the

Lessee requiring specific performance of the covenants of the

Lessee so to assemble, deliver, store and transport the Cars.

Without in any way limiting the obligation of the Lessee

under the foregoing provisions of this Section 11, the Lessee

hereby irrevocably appoints the Lessor as the agent and attorney

of the Lessee, with full power and authority, at any time

while the Lessee is obligated to deliver possession of any

Car to the Lessor, to demand and take possession of such Car in

the name and on behalf of the Lessee from whosoever shall be at

the time in possession of such Car.
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12. ASSIGNMENT; POSSESSION AND USE. This Lease shall

e assignable in whole or in part by the Lessor without the consent

of the Lessee, but the Lessee shall be under no obligation to

any assignee of the Lessor except upon written notice of such

assignment from the Lessor.

So long as the Lessee shall not be in default under this

Lease, the Lessee shall be entitled to the possession and use

of the Cars in accordance with the terms of this Lease, but, without

the prior written consent of the Lessor, the Lessee shall not assign,

transfer or encumber its leasehold interest under this Lease

in the Cars or any of them except that such leasehold interest may

be assigned or the cars or any of them may be sub-leased by the

Lessee to any railroad under common control with Lessee without the

consent of the Lessor but upon written notice to Lessor. Not-

withstanding any assignment, transfer or encumbrance by Lessee of

its leasehold interest in the Cars or of the Cars or any of them,

Lessee's obligations to Lessor hereunder shall remain in all

respects in full force and effect.

The Lessee shall not, without the prior written consent of

the Lessor, part with the possession or control of, or suffer or

allow to pass out of its possession or control, any of the Cars,

except to the extent permitted by the provisions of the preceding or

succeeding paragraph of this Section.

So long as the Lessee shall not be in default under this

Lease, the Lessee shall be entitled to the possession of the

Cars and to the use thereof upon the lines of railroad owned or

operated by it (either alone or jointly) or upon lines of railroad

over which the Lessee has trackage or other operating rights or

over which railroad cars of the Lessee are regularly operated
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pursuant to contract, and also to permit the use of the Cars upon

connecting and other railroads in the usual interchange of traffic, but

only upon and subject to all the terms and conditions of this

Lease; and Lessee may receive and retain compensation for such

use from other railroads so using any of the Cars.

Nothing in this Section 12 shall be deemed to restrict

the right of the Lessee to assign or transfer its leasehold

interest under this Lease in the Cars or possession of the Cars

to any corporation (which shall have duly assumed the obligations

hereunder of the Lessee) into or with which the Lessee

shall have become merged or consolidated or which shall have

acquired the property of the Lessee as an entirety or substantially

as an entirety.

As used in the two immediately preceding paragraphs of this

Section, "Lessee" shall include any assignee, sublessee or successor

in interest permitted by the terms hereof.

13. OPINION OF COUNSEL. Concurrently with the execution

and delivery of this Lease, the Lessee will deliver to the Lessor

the written opinion of counsel for the Lessee, in form and substance

satisfactory to the Lessor, to the effect that

A. the Lessee is a corporation legally incorporated and

validly existing, in good standing under the laws of the

States of Illinois and Indiana, with full corporate power

to enter into this Lease.

B. this Lease has been duly authorized, executed and

delivered by the Lessee and constitutes a valid, legal

and binding agreement of the Lessee enforceable in

accordance with its terms;
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C. if this Lease is filed and recorded with the Inter-

state Commerce Commission pursuant to Section 20c of the

Interstate Commerce Act and deposited with the Registrar

General of Canada pursuant to Section 148 of the Railway

act no other filing, recording or depositing is necessary

to protect the Lessor's title to the Cars in the United

States of America and in Canada;

D. no approval is required from any public regulatory body

with respect to the entering into or performance of this

Lease; and

E. the entering into and performance of this Lease will not

result in any breach of, or constitute a default under, or

result in the creation of any lien, charge or encumbrance upon

the Cars or the Lessee's leasehold interest under this Lease

in the Cars pursuant to, any indenture, mortgage, deed of

trust, bank loan or credit agreement or other instrument to

which the Lessee is a party or by which it may be bound.

14. CERTIFIED RESOLUTIONS, INCUMBENCY CERTIFICATE. Concur-

rently with the execution and delivery of this Lease, the Lessee

will deliver to the Lessor resolutions of the Board of Directors of

Lessee, certified by the Secretary or an Assistant Secretary of the

Lessee, duly authorizing the sale of the Cars to the Lessor and the

lease of the Cars hereunder and the execution, delivery and performance

of this Lease, together with an incumbency certificate as to the

persons authorized to execute and deliver this Lease and the related

documents hereunder on behalf of the Lessee.
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15. RECORDING; EXPENSES. The Lessee will, without expense

to the Lessor, cause this Lease to be filed and recorded with

the Interstate Commerce Commission in accordance with Section

20c of the Interstate Commerce Act and to be deposited with the

Registrar General of Canada in accordance with Section 148 of the

Railway Act. The Lessee will, at its expense, from time to time do

and perform any other act and will execute, acknowledge, deliver,

file, register, record and deposit (and will re-file, re-register, re-

record or re-deposit whenever required) any and all further instru-

ments required by law or reasonably requested by the Lessor, for the

purpose of proper protection, to the satisfaction of the Lessor, of

its title to the Cars, or for the purpose of carrying out the intention

of this Lease.

The Lessor shall have the right, at anytime during the term

of this Lease, to appoint a bank or trust company selected by it to

act as agent or trustee for it hereunder.

16. LESSOR'S RIGHT TO PERFORM AND PAYMENTS BY LESSEE.

If Lessee fails to make at the agreed time any payments required by

this Lease or fails to discharge any of its other obligations con-

tained herein, Lessor may, but shall not be required to, make such

payments or discharge such obligations. The amount of any such pay-

ment and Lessor's expenses, including (without limitation) reasonable

legal fees and expenses, in connection therewith and with such

performance, shall be payable by Lessee promptly upon notice

from Lessor that such amount is due.

Any provision herein that Lessee shall take any action

shall require Lessee to do so at its sole cost and expense.

Lessee shall pay Lessor interest at the rate of 9 percent per

annum (to the extent lawful) from the date it is required to
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make any payment of rent or other amount hereunder to Lessor

to the date such payment is made.

17. PURCHASE OPTION AND APPRAISAL.

(a) Purchase Options. If no Event of Default (or other

event which after lapse of time or notice or both would become an

Event of Default) shall have occurred and be continuing hereunder or

under that other Equipment Lease Agreement dated as of January 3, 1973

for 140 gondola cars between Lessor and Lessee (the "Other Lease"), and

this Lease or the Other Lease shall not have been earlier terminated,

Lessee shall be entitled, at its option, upon written notice to Lessor

at least 120 days prior to the expiration of the term of this Lease,

to purchase all but not less than all of the Cars leased hereunder

and of the cars leased to Lessee under the Other Lease at the end of

the term of each Lease at a price equal to the fair market value of all

such cars at the end of such terms. On the dates of such purchases,

Lessee shall pay Lessor the purchase prices of all such cars in cash

and Lessor shall transfer title to all such cars to Lessee WITHOUT ANY

REPRESENTATION OR WARRANTY WHATSOEVER, EXPRESS OR IMPLIED, ON THE PART

OF LESSOR, together with such documents evidencing transfer of title

as Lessee shall reasonably request.

(b) The "fair market value" of such Cars shall be determined

by an appraiser selected by mutual agreement between the Lessor

and the Lessee. If the Lessor and the Lessee are not able to

agree upon an appraiser, the fair market value shcill be determined

by American Appraisal Company. The fair market value as

finally determined shall bear interest for the period, if any,

from the date of expiration of this Lease to the elate of payment

at the rate of 9% per annum. Unless the Lessee has given the
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Lessor 120 days' notice as required in connection with exercise

of the foregoing option, the Cars shall be returned to the Lessor.

18. NOTICES. Any notice required or permitted to be

given by either party hereto to the other shall be .deemed to

have been given when deposited in the United States mail, first-

class certified mail, postage prepaid, addressed as follows:

If to the Lessor:

Mellon National Leasing Corporation
6400 Steubenville Pike
Robinson Township, Pennsylvania 15136

If to the Lessee:

Elgin, Joliet and Eastern Railway Co.
600 Grant Street
Post Office Box 536
Pittsburgh, Pennsylvania 15230
Attention: Vice President-Finance

or addressed to either party at such other address as such party

shall hereafter furnish to the other party in writing.

19. LAW GOVERNING. This Agreement shall be construed

in accordance with the laws of the Commonwealth of Pennsylvania;

provided, however, that the parties shall be entitled to all rights

conferred by Section 20c of the Interstate Commerce Act and Section

148 of the Railway Act.

20. MISCELLANEOUS. If this Lease or any provision

hereof shall be deemed invalid, illegal, or unenforceable in

any respect or in any jurisdiction, the validity, legality, and

enforceability of this Lease in other respects and other juris-

dictions shall not in any way be impaired or affected thereby.

The section headings in this Lease are for convenience

of reference only and shall not be considered to be a part of

this Lease.

-22-



This Lease (including Schedules A and B) contains

the entire understanding of Lessor and Lessee with regard to

the Lease of the Cars hereunder.

This Lease, and any lease supplemental hereto, may be

executed in several counterparts each of which, when so executed,

shall be deemed to be an original, and in each case such

counterparts together shall constitute but one and the same

.nstrument.

IN WITNESS WHEREOF, the Lessor and the Lessee, each

pursuant to due corporate authority, have caused these presents

to be signed in their respective corporate names by duly authorized

officers and their respective corporate seals to be hereunto af-

fixed and duly attested, as of the date first above written.

MELLON NATIONAL LEASING CORPORATION

By*

Harry R. Leggett
President

(Corporate Seal)

Attest:

ELGIN, JOLIET AND EASTERN RAILWAY COMPANY

By_

Corporate Seal)

Attejs

Vernon W. Kraetsch
Vice President-Finance



COMMONWEALTH OF PENNSYLVANIA,

SS:

COUNTY OF ALLEGHENY ,

On this second day of January, 1973 before me appeared
Harry R. Leggett, to me personally known, who, being by me duly
sworn,says that he is President of Mellon National Leasing Corporation,
that one of the seals affixed to the foregoing instrument is the
corporate seal of the said corporation, that said instrument was
signed and sealed on behalf of said corporation by authority
contained in its By-Laws, and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said cor-
poration .

MATILDA BARN1, RoteTy

Pittsburgh, Allegheny County. Pa

(Notarial Seal) My Commission Expires
October 2J, J27.6

COMMONWEALTH OF PENNSYLVANIA,

SS:

COUNTY OF ALLEGHENY ,

On this second day of January, 1973 before me personally
appeared Vernon W. Kraetsch, to me personally known, who,
being by me duly sworn, says that he is a Vice President-Finance of
Elgin, Joliet and Eastern Railway Company, that one of the seals
affixed to the foregoing instrument is the corporcite seal of the
said corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of Directors
and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

(Notarial Seal} DOROTHY M. TARR. Notary Public
^Notarial beau Pit,:b (gh, Allegheny Co., Pa.

My Commission Expires
March 31, 1974



SCHEDULE A

Quantity:

Type:

Lessee's Road
Numbers (inclu-
sive) :

254

reconstructed 55-ton wood floor
gondola cars

Elgin, Joliet and Eastern Railroad
1,000 - 1,253, inclusive



SCHEDULE B

"Casualty Value" of any unit of the Cars as of any
particular date shall mean the product derived from multiplying
(i) the percentage figure opposite the notation for the appro-
priate time period as set forth in the table iappearing below
by (ii) the purchase price of such unit.

CASUALTY VALUE TABLE
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